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We have examined the procurement policies and procedures of 
the South Carolina Commission on Higher Education for the period 
July 1, 1987 through September 30, 1989. As a part of our 
examination, we made a study and evaluation of the system of 
internal control over procurement transactions to the extent we 
considered necessary. 
The purpose of such evaluation was to establish a basis for 
reliance upon the system of internal control to assure adherence 
to the Consolidated Procurement Code and State and internal 
procurement policy. Additionally, the evaluation was used in 
determining the nature, timing and extent of other auditing 
procedures that were necessary for developing an opinion on the 
adequacy, efficiency and effectiveness of the procurement system. 
The administration of the South Carolina Commission on 
Higher Education is responsible for establishing and maintaining 
a system of internal control over procurement transactions. In 
fulfilling this responsibility, 
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management are required to assess the expected benefits and 
related costs of control procedures. The objectives of a system 
are to provide management with reasonable, but not absolute, 
assurance of the integrity of the procurement process, that 
affected assets are safeguarded against loss from unauthorized 
use or disposition and that transactions are executed in 
accordance with management ' s authorization and are recorded 
properly. 
Because of inherent limitations in any system of internal 
control, errors or irregularities may occur and not be detected. 
Also, projection of any evaluation of the system to future 
periods is subject to the risk that procedures may become 
inadequate because of changes in conditions, or that the degree 
of compliance with the procedures may deteriorate. 
Our study and evaluation of the system of internal control 
over procurement transactions as well as our overall examination 
of procurement policies and procedures were conducted with due 
professional care. They would not, however, because of the 
nature of audit testing, necessarily disclose all weaknesses in 
the system. 
The examination did, however, disclose conditions enumerated 
in this report which we believe to be subject to correction or 
improvement. 
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Carolina Consolidated Procurement Code and ensuing regulations. 
~~~Manager 
Audit and Certification 
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-- ---- -- - --------------------- ----------------- --- --
INTRODUCTION 
The Office of Audit and Certification conducted an 
examination of the internal procurement operating procedures and 
policies and related manual of the South Carolina Commission on 
Higher Education. Our on-site review was conducted October 24 -
November 21, 1989 and was made under authority as described in 
Section 11-35-12 30 ( 1) of the South Carolina Consolidated 
Procurement Code and Regulation 19-445.2020. 
The examination was directed principally to determine 
whether, in all material respects, that the procurement system's 
internal controls were adequate and the procurement procedures, 
as outlined in the Internal Procurement Operating Procedures 
Manual, were in Compliance with the South Carolina Consolidated 
Procurement Code and its ensuing regulations. 
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SCOPE 
Our examination was performed in accordance with the 
Generally Accepted Auditing Standards as they apply to compliance 
audits. It encompassed a detailed analysis of the internal 
procurement operating procedures of the South Carolina Commission 
on Higher Education and its related policies and procedures manual 
to the extent we deemed necessary to formulate an opinion on the 
adequacy of the system to properly handle procurement 
transactions. 
Specifically, the examination included but was not limited to, 
the following areas: 
( 1) 
( 2 ) 
( 3 ) 
( 4 ) 
All sole source and emergency procurements (7/1/87 -
9/30/90) 
Property management and fixed asset procedures 
Purchase orders for fiscal years 1987/88 and 1988/89: 
a) One hundred nine randomly selected procurement transac-
tions, each exceeding $500.00 
b) Expanded testing of office furniture to thirty eight 
procurements 
c) Expanded testing of printing services to twenty nine 
procurements 
Real property leases 
(5) Procurement staff and training 
(6) Minority Business Enterprise Plan 
(7) Information Technology Plan 
(8) Procurement procedures 
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SUMMARY OF AUDIT FINDINGS 
Our audit of the procurement system at the South Carolina 
Commission on Higher Education, hereinafter referred to as the 
Commission, produced findings and recommendations in the 
following areas: 
I. Office Furniture 
We noted a variety of exceptions in the Commission's 
procurements of office furniture during January and 
February of 1989. A major procurement was ar~ifi-­
ally divided to circumvent the requirements of the 
Consolidated Procurement Code. In one instance, we 
found evidence of bid tampering. Procurements were 
made without competition. Procurements exceeded the 
Commission's authority. 
II. Printing Services 
Procurements were unauthorized, artificially 
divided and made without adequate competition. 
Two sole source procurements were inappropriate. 
We also noted other questionable activities. 
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III. General Code Compliance Violations 
A. Procurements Made Without Evidence of 
Competition 
In addition to the exceptions noted above, 
twelve procurements were made without 
evidence of solicitations of competition 
or sole source or emergency procurement 
determinations. 
B. Unauthorized Procurements 
Four procurements were found to be unauthorized. 
IV. Compliance - Sole Source Procurements 
A. Procurements Made Inappropriately as 
Sole Sources 
Two procurements made as sole 
sources were inappropriate. 
B. Sole Source Procurements Not Reported 
Three sole source procurements 
were not reported to the Division of 
General Services. 
v. Consultants 
The Commission ' s procedures for procuring consul-
tants are not in compliance with the Procurement 
Code. 
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VI. Review of Payment Controls 
A. Lack of Receiving Reports 
We noted two voucher packages which had no 
indication of receipt of goods. Documents were 
altered when we presented these findings to the 
Commission. 
B. Invoice Discrepancy 
We noted a $40.00 overpayment on an invoice. 
VII. Training 
The Commission needs to adopt a formalized training 
program for its procurement personnel. 
VIII. Procurement Procedures Manual 
The Commission's Procurement Procedures Manual is 
inadequate and needs to be rewritten. 
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RESULTS OF EXAMINATION 
As a part of our audit, we randomly selected one 
hundred nine procurement transactions for compliance testing. 
Due to problems noted in procurements of office furniture and 
printing services, we found it necessary to expand our scope in 
these areas and test addi tiona! transactions. The following 
exceptions were noted. 
I. Procurements of Office Furniture 
I We examined 38 procurements made to office supply vendors 
I for our audit period. Some procurements were for office supplies, but most were for furniture. We found . the following 
I problems with procurements of office furniture that we will 
address by significance of the dollar amount. 
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One 
A. Office Furniture Procurements Artificially Divided -
1/31/89 - 2/17/89 
procurement was artificially divided into seven purchase 
orders to circumvent the procedures of the Procurement Code. The 
purchase order numbers were as follows: 
PO PO PO Voucher 
Number Date Amount Number 
55120 2/03/89 $ 1,415.50 632 
55121 2/03/89 639.00* 631 
55122 2/03/89 1,825.00 971 
55123 1/31/89 1,647.00 632 
55124 2/17/89 1,527.00 890 
55124 2/02/89 132.00 670 
55126 2/07/89 496.00 631 
Total $ 7£681.50 
*Amount per the invoice. No amount on P.O. 
Two large written quotations of multiple lots of office 
furniture totaling $11,150 and $21,000 support our statement that 
the above purchase orders were artificially divided. 
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We believe the Commission intended to purchase all or most 
of this furniture. If so, it should have been submitted to the 
Materials Management Office for the appropriate amount of 
competition to be sought for the $7,681.50 purchase. 
Regulation 19-445.2100 states in part, "Any procurement 
under this Regulation not exceeding $2,499.99 may be made by 
governmental bodies provided, however, that procurement 
requirements shall not be artificially divided by governmental 
bodies ... " This procurement exceeded the Commission's level of 
procurement authority and is therefore unauthorized which means 
it must be ratified by the Materials Management Officer in 
accordance with Regulation 19-445.2015 . 
In addition to the exceptions above, we 
problems with the purchase orders listed above. 
are listed below by purchase order number. 
noted further 
These problems 
1) PO 55120 - This purchase order was for an executive desk and 
a credenza. The two large quotations mentioned above included 
prices for a 78x36 mahogany desk. Vendor A quoted $948.00 as 
specified. Vendor B quoted $900.00 for an equal alternate. 
However, the procurement was made from vendor A for a 72x36 desk 
for $728.00 . Quotations were not obtained for the desk 
procured. 
2) PO 55121 - This purchase order was for an executive chair, 
coat rack and bookcase for the same requestor as the furniture 
procured on P.O. 55120 above. We were not provided evidence of 
solicitations of competition for this procurement. Also, prices 
were not recorded on the purchase order at all so the Commission 
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The total listed on the invoice was $639.00. 
3) PO 55123 This purchase order was for a sofa and a 
conference table. The two large quotations noted above included 
prices for these items. However, the award was not made to the 
low bidder. The differences were as follows: 
Sofa 
Conference table 
Total 
Award 
$ 795.00 
852.00 
$1,647.00 
Low Bid 
$ 690.00 
520.00 
$1,210.00 
Difference 
$105.00 
332.00 
$437.00 
For the sofa and the conference table, the award was made to 
the vendor who quoted as specified instead of the low bidder who 
quoted an equal alternate. Apparently, the Commission rejected 
the low bidder, but no determination was made stating why the low 
bidder should be rejected. Also, the Commission did not prepare 
written specifications to inform the vendors what they wanted to 
procure. 
4) PO 55124 - The following items are listed on this purchase 
order: 
1 - Credenza with two drawer lateral file 
2 - Credenza with four drawer lateral file 
3 - Two drawer lateral file 
4 - Open shelf hutch 
Total 
Competition was not solicited on item 1. 
$ 455.00 
569.00 
321.00 
182.00 
1,527.00 
Items 2-4 were 
I listed on the two large quotations mentioned above as follows: 
I 
Item # Quotation 1 Quotation 2 Difference 
2 $ 697.00 $ 580.00 $ 117.00 
3 389.00 325.00 64.00 
I 4 229.00 189.00 40.00 Total $1l315.00 $1l094.00 $ 221.00 
I 
I 
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At some point during the procurement process vendor 1 was 
allowed to change his quotation. After the change, the price 
comparisons were as follows: 
Item # Altered Quotation 1 Quotation 2 Difference 
2 $ 577.00 $ 580.00 $ <3.00> 
3 324.00 325.00 <1.00> 
4 185.00 189.00 <4.00> 
Total $1,086.00 $1l094.00 $ <8.00> 
We take exception with vendor 1 being allowed to change his 
quotation for two reasons: 
I (a) The altered quotation raises the question of whether or not 
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vendor 1 had access to vendor 2's prices. We have no evidence 
that this occurred, but it raises a question of appearance. 
(b) The Commission originally specified radius edge furniture and 
both vendors quoted as specified. However, the altered quotation 
was for straight edge furniture. This difference is relatively 
minor but the manufacturer's retail price list shows a 5% lower 
price for the straight edge models. 
Vendor 2 was not allowed to lower his quote for straight 
edge furniture so the price comparison is not fair. 
Additionally, before the dollar amounts were recorded on the 
purchase order, they were further altered. The actual recorded 
prices on purchase order 55124 are listed at the beginning of 
this section on item 4 above. 
5) PO 55124 - This purchase order number was used a second time 
on a separate form which was sent to the same vendor. Only 1 
item was listed on the purchase order, a hi-level table costing 
$132.00. No competition was solicited on this item. We have 
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already stated that we believe this entire section I.A. was one 
procurement. 
6) PO 55126 This purchase order was for four pieces of 
furniture. We could not locate any solicitations of competition 
to support this purchase order. 
B. Office Furniture Procurements Artificially Divided -
6/20/88 
We noted another procurement which was artificially divided 
I 
I into four purchase orders to make it appear to be less than 
I $2,500.00. The purchase orders were as follows: 
I 
I 
I 
PO 
Number 
55056 
55057 
55058 
55059 
Total 
Solicitations 
PO 
Date 
6/20/88 
6/20/88 
6/20/88 
6/20/88 
of 
PO Voucher 
Amount Number 
$ 435.00 895 
1,305.00 906 
1,160.00 893 & 912 
678.00 898 
$3,596.00 
competition were not made on this 
I procurement. Additionally, the Commission has no authority above 
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I 
$2,499.99 which means the procurement was unauthorized. It 
should have been submitted to the Materials Management Office for 
processing. However, since this did not occur, ratification in 
accordance to Regulation 19-445.2015 must be requested. 
C. Office Furniture Procurements Artificially Divided -
5/31/89 
Another procurement was found to be artificially divided and 
over the Commission's procurement authority making it 
unauthorized as well. The Commission solicited three informal 
telephone quotations on the first purchase order. However, 
competition was not solicited on the second purchase order. The 
purchase order numbers were as follows: 
13 
I 
I PO PO PO Voucher Number Date Amount Number 
55191 5/31/89 $2,199.00 994 & 1027 
55192 5/31/89 840.00 1027 
Total $3,039.00 I 
I Regulation 19-445.2035 requires that for procurements from 
I $2,500.00 to $4,999.99 formal sealed bids be solicited from a 
minimum of three qualified sources. Since the Commission has no 
I procurement authority above $2,499.99, this procurement should 
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have been sent to the Materials Management Office for processing. 
Since this did not occur the procurement is unauthorized. Thus, 
ratification must be requested from the Materials Management 
Officer in accordance to Regulation 19-445.2015 
D. Office Furniture Procurements Artificially Divided -
3/3/89 - 3/9/89 
Finally, a procurement within the Commission's authority was 
artificially divided in order to avoid the competition threshold. 
As a result, competition was not solicited. 
as follows: 
PO 
Number 
55143 
55144 
Total 
PO 
Date 
3/08/89 
3/08/89 
PO 
Amount 
$ 418.00 
116.00 
534.00 
The procurement was 
Voucher 
Number 
631 
631 
Additionally, the invoice which references PO 55143 has an 
item included which is not recorded on the purchase order at all. 
This item cost an additional $90.00 not reflected in the amount 
above. 
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Regulation 19-445.2100 requires that solicitations of a 
minimum of two verbal quotations be made for procurements from 
$500.01 to $1,499.99 but this was not done. 
E. Competition Requirements Not Met 
The last exception we noted on office furniture occurred on 
purchase order 55132 dated 2/15/89 (reference: voucher number 
890) which amounted to $1,763.00. The Commission solicited three 
informal telephone quotations. However, regulation 19-445.2100 
requires that a minimum of three written quotations be solicited 
for procurements from $1,500.00 to $2,499.99. 
Additionally, the invoice had two items included which do 
not appear on the purchase order at all. These .two furniture 
items cost $126.00 and $25.00 and should have been competed as 
part of the overall purchase listed above. Competition was not 
solicited on these items. 
CONCLUSION - OFFICE FURNITURE 
In conclusion, the exceptions noted on the procurement of 
office furniture are significant and indicate a severe weakness 
in procurement at the Commission. All but purchase orders 55056, 
55122 and 55146 went to the same vendor. This is significant in 
that orders were artificially divided by the Commission, 
insufficient competition was solicited in many cases and in other 
cases a vendor was incorrectly awarded contracts when he was not 
the low bidder. On purchase order 55124, the same vendor was 
allowed to lower his quoted prices. 
We recommend that the Commission effect immediate compliance 
with the Procurement Code. Improvement of internal controls 
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that such improvements as a formalized requisitioning system be 
adopted, pre-numbered, pre-printed purchase orders be used, a 
Request for Quotation form be used, a telephone quotation form be 
used, and purchase orders and invoices be matched with 
differences being resolved. Also, whenever possible, similar 
procurements should be combined to obtain the best possible 
prices. Procurements of $2,500.00 or more must be sent to the 
Materials Management Office. 
COMMISSION RESPONSE 
Competitive bids were taken on the furniture purchased as 
evidenced by the written quotations referenced in. your report. 
The lowest bids were accepted in all cases when the items were 
identical. Although the artificial division of purchases was due 
to misinterpretation of the Code, the prices paid were fair and 
reasonable. 
The Commission requests the ratification of the following 
purchasing orders: 
PO Number PO Date Amount 
55056 6/20/88 $ 435.00 
55057 6/20/88 1,305.00 
55058 6/20/88 1,160.00 
55059 6/20/88 678.00 
55120 2/03/89 1,415.50 
55121 2/03/89 639.00 
55122 2/03/89 1,825.00 
55123 1/31/89 1,647.00 
55124 2/17/89 1,527.00 
55124 2/02/89 132.00 
55126 2/07/89 496.00 
55191 5/31/89 2,199.00 
55192 5/31/89 840.00 
Total $14[298.50 
COMPLIANCE 
The Commission has revised its internal procedures to emphasize 
compliance with provisions of Regulation 19-445.2100, as it 
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pertains to the artificial division of procurement requirements. 
The Commission ' s procurement function has been reassigned within 
the staff, and the procurement officer selected has been 
thoroughly briefed on purchasing policy. 
II. Procurements of Printing Services 
A. Unauthorized Procurements 
We examined 29 vouchers for printing services procured 
during our audit period. Of the 29 vouchers, 10 were less than 
$500.00 each so competition was not required and 4 were processed 
as sole sources. The remaining 15 procurements were competed. 
18 of the 29 procurements went to one vendor and 11 went to 4 
others. The Commission rarely uses purchase orders for printing 
services. This practice is in violation of the Commission ' s own 
Purchasing Procedures Manual under Section III.A. For this 
I reason we have referenced voucher numbers in lieu of purchase 
order numbers. The exceptions we noted are as follows: 
I 
I 
I 
I 
I 
I 
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I 
I 
Four procurements were unauthorized because they exceeded 
the Commission ' s authority level of $2,499.99. 
numbers were as follows: 
Voucher 
Procurement Number 
1 1081 
1082 
2 35 
385 
611 
3 757 
224 
Voucher Voucher 
Date Amount 
7/20/89 $1,710.14 
7/20/89 1,283.21 
7/20/87 1,150.80 
12/04/87 767.20 
3/24/88 1,150.80 
5/18/88 1,150.80 
10/02/88 1,151.72 
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Description 
Printing of 
Printing of 
Printing of 
letter 
Printing of 
letter 
Printing of 
letter 
Printing of 
letter 
Printing of 
letter 
The voucher 
legal document 
legal document 
quarterly news 
quarterly news 
quarterly news 
quarterly news 
quarterly news 
I 
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4 993 6/20/89 1,151.72 Printing of quarterly news 
letter 
Note: Purchase orders were not prepared for these procurements 
so the vouchers listed above for items 2, 3, and 4 are 
quarterly payments for reference. Each calendar year, 
the Commission solicited written quotations for printing 
the quarterly newsletter on an annual basis. Each 
calendar year, the total commitment exceeded the 
Commission's procurement authority. 
Voucher numbers 1081 and 1082 were payments for one 
procurement as the description and voucher date implies. The 
total of these two vouchers was $2,993.35. Informal quotations 
were requested from three vendors for the printing of both 300 
copies and 400 copies of this document. Apparently, after the 
I quotations were received, the Commission decided to procure 400 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
copies. This decision resulted in the total procurement 
exceeding $2,499.99. 
Both voucher packages contain the same receiving report 
which shows 413 copies were received. However, the vendor 
invoiced using two separate but sequentially numbered invoices 
with the same date recorded and showing quantities shipped of 177 
and 236 which equals 413 copies shipped. Payments were made 
using two separate but sequentially numbered vouchers. It is our 
opinion that the payments were artificially divided to give the 
appearance of two separate procurements each less than $2,500.00 
to circumvent payment controls at the Comptroller General's 
Office. However, this is actually one procurement which exceeded 
the Commission's authority level. As such, it is unauthorized 
meaning it must be submitted to the Materials Management Officer 
for ratification in accordance to Regulation 19-445.2015. 
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All other payments listed above were for quarterly 
newsletters for which annual contracts were established. Each 
calendar year, the Commission solicited informal quotations from 
three vendors toward the establishment of these contracts. The 
first contract for the audit period was for Volume Two of the 
newsletter and had a total potential value of $4,603.20. The 
total potential value was determined by multiplying the largest 
payment times the number of issues for the contract period 
($1,150.80 x 4). For this first contract, vouchers 35, 385 and 
611 apply. The second contract, voucher numbers 757 and 224, was 
for Volume Three and had a total potential value of $4,606.88 
($1,151.72 x 4). The third contract was for Volume Four and had 
a total potential value of $4,606.88 ($1,151.72 x 4) also and 
included voucher number 993. 
In determining the appropriate procurement methodology, the 
Commission must consider the total potential value of a contract. 
For the four contracts above, the Commission should have sent the 
procurements to the Materials Management Office for processing. 
Since the Commission procured these contracts under its own 
authority, they are all unauthorized and must be submitted for 
ratification in accordance to Regulation 19-445.2015 to the 
Materials Management Officer. 
B. Procurements Made Without Competition 
In addition to the exceptions listed above, we noted four 
procurements of printing services where no solicitations of 
competition were made. These voucher numbers were as follows: 
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Voucher Voucher Voucher 
Number Date Amount Description 
157 9/09/88 $ 997.02 Printing of Origins 
of Cutting Edge 
157 9/09/88 995.75 Certificates with folders 
224 10/02/88 896.73 Programs 
897 5/23/89 786.50 Printing of stationary 
and envelops 
Regulation 19-445.2100 requires solicitations of a minimum of 
two telephone quotations for procurements from $500.01 to 
$1,499.99. We recommend the Commission adhere to this 
regulation. 
c. Sole Source Procurements 
The following procurements of printing services were either 
inappropriately made or inappropriately reported as'sole sources: 
Voucher Voucher Voucher 
Item Number Date Amount Description 
1 307 11/10/87 $1,372.01 Printing of programs & 
brochures 
2 278 10/30/87 3,708.57 Cutting Edge Booklet 
3 358 11/30/87 3,033.43 Cutting Edge Booklet 
4 385 12/04/87 767.20 Quarterly newsletter 
Item 1, the printing of programs and brochures, was 
inappropriate as a sole source. Further, the required written 
I determination was not prepared to justify the procurement. 
Competition should have been solicited. 
I For items 2 and 3, the Commission's sole source 
I determination indicated that the original document was printed in January 1987 and that the vendor maintained the original plates. 
I The fact that the vendor maintained the original plates is not 
I 
I 
I 
sufficient justification for a sole source procurement. These 
procurements should have been submitted to the Materials 
Management Office for processing. 
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I Item 4 was reported as a sole source. However, competition 
was solicited and therefore sole source was unnecessary. 
I D. Lack of Competition 
Another problem we noted during our review of printing I procurements made by the Commission was the lack of responses 
I received from vendors for the solicitations made. In all but two 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
of the fifteen cases where competition was solicited, the same 
three vendors were asked to quote on the jobs. Also in all but 
two cases where competition was solicited only one vendor appears 
to have responded and subsequently received the awards. 
CONCLUSION - PRINTING SERVICES 
We recommend that the Commission reevaluate its procedures for 
procurements of printing services and bring them into compliance 
with the Consolidated Procurement Code and the South Carolina 
Government Printing Services Manual. The Code requires 
competitive procurements and fair and equitable treatment of all 
vendors. We recommend that all printing procurements above 
$2,499.99 be submitted to the Materials Management Office for 
processing. 
COMMISSION RESPONSE 
Although the newsletters were bid annually, the awards were made 
quarterly because, in many instances, the number of pages in the 
quarterly newsletter was different than the number bid in the 
annual contract. Although the newsletter's contract was awarded 
quarterly, the prices paid were fair and reasonable. 
The Commission requests the ratification of the following voucher 
numbers: 
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Voucher Number 
1081 
1082 
35 
385 
611 
757 
224 
993 
Total 
Voucher Date 
7/20/89 
7/20/89 
7/20/87 
12/04/87 
3/24/87 
5/18/88 
10/02/88 
6/20/89 
COMPLIANCE 
Amount 
$ 11710.14 
11283.21 
11150.80 
767.20 
11150.80 
11150.80 
11151.72 
11151.72 
$ 91516.39 
The Commission has revised its procedures for the procurement of 
printing services 1 in that the total potential value of the 
contract is considered. Procurements for recurring Commission 
publications that exceed the authorized amount of $2 1499.99 are 
now forwarded to the Materials Management Office for processing 
in accordance with Regulation 19-445.2000. 
III. General Code Compliance Violations 
A. Procurements Made Without Evidence of Competition 
In addition to the procurements noted in previous 
sections 1 the following twelve procurements were made without 
evidence of solicitations of competition or sole source or 
emergency procurement determinations. These voucher numbers 
were as follows: 
Voucher Voucher Voucher 
Number Date Amount Description 
1) 11 7/06/87 $11817.00 Maintenance agreement 
2) 232 10/12/87 607.20 Catering services 
3) 498 2/01/88 11084.02 Banquet 
4) 522 2/10/88 11483.13 Reception 
5) 11 7/01/88 11966.00 Maintenance agreement 
6) 472 1/11/89 550.00 Art design 
7 ) 476 1/11/89 835.00 Art design 
8) 555 2/07/89 11067.00 Art design 
9 ) 746 3/23/89 631.80 Moving services for 
equipment 
10) 970 6/01/89 565.20 Telegrams 
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11) 1052 
12) 108 
6/29/89 
8/11/89 
1,747.13 
983.40* 
Award 
Maintenance agreement 
*Annual total projected to be $5,900.40. 
Procurements of $500.01 or more 
solicitations of competition as outlined 
must 
in 
be made 
Regulation 
by 
19-
445.2100. If the procurement is deemed appropriate as a sole 
source or an emergency, then the procedures outlined in 
Regulations 19-445.2105 Sole Source Procurements or 19-445.2110 
Emergency Procurements must be followed. 
Additionally, vouchers 472, 476 and 555, were expenditures to 
the same vendor for a book cover design. The vendor submitted 
I invoices 5070-5076, all on December 28, 1988, for different 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
pieces of this procurement. In fact, however, we believe that 
this is one procurement of $2,452.00. 
We recommend the Commission comply with these requirements. 
B. Unauthorized Procurements 
In addition to the procurements listed previously, we noted 
four procurements which were unauthorized. The voucher numbers 
were as follows: 
Voucher Voucher Procurement 
Number Date Amount Descri:etion 
1) 407 12/11/87 $2,180.22 Luncheon 
2) 451 12/14/88 2,178.70 Luncheon 
3) 641 3/18/89 5,083.82 Conference facilities 
4) DV108 8/11/89 5,900.40* Maintenance agreement 
*Annual total based on a projection of two monthly invoices. 
For i terns 1 and 2, the sole source determinations were 
authorized approximately one month after the luncheons were held. 
Section 11-35-1560 of the Procurement Code indicates that a 
procurement may be made as a sole source if the chief procurement 
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officer, the head of a governmental body or a designee of either 
officer above the level of the purchasing agent determines in 
writing that the item or service is only available from a single 
source. Since the Code is so specific about the authority 
required to make a sole source procurement, determinations must 
be approved by someone with requisite authority before 
commitments are made. We recommend the Commission comply with 
this section of the Procurement Code. 
For item 3 above, the Commission exceeded its level of 
procurement authority. When we asked under what authority the 
procurement was made, the Commission produced a conference 
facilities exemption form which was dated Novemner 30, 1988. 
The exemption for conference facilities was approved by the 
Budget and Control Board on December 13, 1988. The Board 
directed the Division of General Services to adopt guidelines to 
ensure a geographic spread of conference sites. These guidelines 
along with the exemption form were mailed out to all procurement 
directors on March 1, 1989. The Commission could not have used 
this exemption form on November 30, 1988 because it did not 
exist. Therefore, the procurement is unauthorized. 
For item 4 above, the Commission should have used the sole 
source procurement methodology as the maintenance agreement can 
only be obtained from the original equipment manufacturer. 
However, the Commission did not do this. Therefore, the 
procurement is unauthorized. 
Since the above procurements 
Commission must request ratification 
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Management Officer in accordance to Regulation 19-445.2015 for 
items 3 and 4. Items 1 and 2 must be submitted to the 
Commissioner for ratification since the procurements were within 
the Commission ' s authority. 
COMMISSION RESPONSE 
The sole source procurements were very carefully examined and 
were, in the best judgement of management, considered to be a 
sole source as defined by the Procurement Code. 
The Commission requests ratification of the following voucher 
numbers: 
Voucher Number Voucher Date Amount 
407 12/11/87 $ 2,180.22 
451 12/14/87 2,178.70 
641 3/18/89 5,083.82 
DV108 8/11/89 5,900.40 
Total $15l343.14 
COMPLIANCE 
The Commission has held detailed training sessions for its staff, 
alerting personnel to the requirements for sole source purchases. 
Every requisition for sole source purchasing that is within the 
authority of the Commission is tracked throughout the procurement 
process. Supporting documentation has been consistently 
forwarded to the General Services Division since the time of the 
subject report on a quarterly basis for review with no 
discrepancies noted. 
IV. Compliance - Sole Source Procurements 
A. Procurements Made Inappropriately as Sole Sources 
We examined the quarterly reports of sole source and 
emergency procurements and trade-in sales for the period July 1, 
1987 through September 30, 1989. This review was performed to 
determine the appropriateness of the procurement actions taken 
and the accuracy of the reports submitted to the Division of 
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I General Services as required by Section 11-35-2440 of the 
Consolidated Procurement Code. The following problems were noted 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
with the sole source transactions. Two procurements made as sole 
sources were found to be inappropriate as such. These voucher 
numbers were as follows: 
Voucher Voucher Voucher 
Number Date Amount Description 
1) 246 10/06/88 3,899.12 Conference facilities 
2) 260 10/10/88 5,870.45 Conference facilities 
In both cases, the Commission contacted two vendors to 
solicit bids for a conference site. Hence, the procurements were 
not sole sources . Requisitions should have been prepared and 
submitted to the Materials Management Office for procurement. 
B. Sole Source Procurements Not Reported 
Three procurements made as sole sources by the Commission 
were not reported to the Division of General Services as required 
by Section 11-35-2440 of the Procurement Code. They were as 
follows: 
1) 
2) 
3) 
Voucher 
Number 
278 
358 
896 
Voucher 
Date 
10/30/87 
11/30/87 
6/30/88 
Procurement 
Amount 
$3,033.43 
3,708.57 
832.00 
Description 
Printing services 
Printing services 
Computerized testing 
service 
Items 1 and 2 were addressed earlier in section II of this 
report as having been made inappropriately as sole sources. The 
Commission also failed to report these transactions on the 
quarterly reports. 
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We recommend that amended reports be filed with the Division 
of General Services adding these three transactions. Since the 
Commission chose to use the sole source procurement methodology, 
all procedures related thereto must be followed. 
COMMISSION RESPONSE 
The Commission will file 
transactions reports to the 
following voucher numbers: 
Voucher Number 
278 
58 
896 
V. Consultants 
Total 
amended 
General 
sole source procurement 
Services Division for the 
Voucher Date 
10/30/87 
11 / 30/87 
6 / 30/88 
Amount 
$ 3,033.43 
3,708.57 
832.00 
$ 7,574.00 
During the audit period, the Commission regularly procured 
consultants to review programs of higher learning on a statewide 
basis. During this time, the Commission made 108 payments for 
these services that exceeded $500.00 each. Payments ranged from 
$512.80 to $2,441.72 and totalled $135,652.09. 
Annually, the Commission establishes a daily fee that it is 
prepared to offer consultants for evaluations of programs. 
Once it is determined that an evaluation will be performed, 
I the Commission solicits names from colleges and national 
I 
I 
I 
I 
organizations of individuals who would be qualified to perform 
these evaluations. Based on information and credentials they 
establish a short list of possible evaluators and rank them in 
accordance to preference. The Commission contacts these 
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evaluation for the fee being offered. Contacts continue until 
the number of professionals needed for the evaluation are 
obtained. Expenditures for these professional services are then 
reported as sole sources. 
However, the written determinations required by Section 11-
35-1560 of the Consolidated Procurement Code are not prepared. 
The sole source reports reflect the fees paid to these 
indi victuals but do not show the reimbursed expenses incurred. 
Most importantly, it is difficult to establish that these 
individuals qualify as sole sources when, in most cases, the 
Commission's short lists of qualified individuals •are more than 
the number actually needed. 
We believe the Commission ' s procedures are well prepared for 
the procurement of these professionals. However, they are not in 
accordance with the Consolidated Procurement Code . 
We recommend the Commission pursue this matter in one of two 
ways: 
1 - Adjust its procedures to make them in accordance with the 
Code; or, 
2 - Request exemption from the purchasing procedures of the 
Code. 
COMMISSION RESPONSE 
The Commission concurs with the findings of the audit report in 
regard to consultant contracts. A request for exemption from the 
Procurement Code, as it pertains to the acquisition of consultant 
and professional services under the provisions of section 11-35-
710, is being submitted to the State Budget and Control Board. 
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VI. Review of Payment Controls 
A. Lack of Receiving Reports 
Two voucher packages were not supported by clear evidence of 
receipt of goods. The voucher numbers were as follows: 
Voucher 
Number 
478 
896 
Voucher 
Date 
1/11/89 
5/23/89 
Procurement 
Amount 
$2,311.05 
676.20 
Description 
Equipment 
Programs 
The procurement officer also performs the function of 
I accounts payable due to the limited staff of the Commission. 
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However, another individual is responsible for receiving unless 
that person is unavailable. In this case, receiv~ng falls back 
on the procurement officer. But, when we reviewed the vouchers 
above, we found that no one had indicated receipt of goods. We 
presented these documents to the procurement officer and asked 
for the receiving reports. When we received the vouchers back, 
the documents had been altered. The procurement officer had 
signed the invoices indicating that these goods were received and 
attached a note to the vouchers stating "see invoice." 
We recommend that documents never be altered during an 
audit. 
B. Invoice Discrepancy 
As we indicated above, the procurement officer also 
performs the accounts payable function. We noted one procurement 
in which competition was solicited and the low bid was $825.00 
(Reference voucher 656 dated 4/19/88). This amount was recorded 
on the purchase order and it was sent to the low bidder. 
However, the vendor invoiced $865.00 which was $40.00 more than 
29 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
he bid and $40.00 more than what was recorded on the purchase 
order. The Commission paid the additional $40.00 without 
acknowledging the discrepancy. 
We recommend that the Commission not make overpayments. 
Overpayments could change the outcome of the bidding procedure. 
If a change in the amount paid is necessary, the circumstances 
surrounding this change should be documented. The Commission 
should adopt a formal change order policy for these situations. 
VI. Training 
Based on the number of exceptions and the seriousness of 
the violations noted, we recommend that the Commission establish 
a formalized training schedule for its procurement personnel. 
There are many sources of this training. One is the Budget and 
Control Board's Research and Training section. 
help eliminate some of the exceptions. 
VIII. Procurement Procedures Manual 
Training should 
The Commission has an informal three page procurement 
procedures manual. Based on our evaluation of internal controls 
over procurement transactions and the exceptions noted herein, we 
believe this is inadequate to meet the needs of the agency and 
the requirements of Regulation 19-445.2005. We recommend the 
Commission prepare a more formalized procedures manual and submit 
it to this office for review. 
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CONCLUSION 
The conditions enumerated in this report indicate areas of 
major deficiencies in the procurement system at the Commission on 
Higher Education. The problem areas range from exceeding 
procurement authority to noncompetitive procurements to altering 
documents. Many transactions are not in compliance with the 
Consolidated Procurement Code and regulations. 
The Commission should take corrective action immediately. 
This should be completed by June 30, 1990. On or about that 
date, we will perform a follow-up review to determine compliance. 
If corrective action is accomplished by then, we will 
recommend that the Commission on Higher Education ·be allowed to 
continue procuring goods and services, consultant services, 
information technology and construction up to the basic level 
authorized by the Consolidated Procurement Code. 
MLW% 
Audit Supervisor 
31 
anager 
at ion 
------~---------------------------------------------------
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
SOUTH CAROLINA COMMISSION ON HIGHER EDUCATION 
1333 MAIN STREET 
SUITE 300 
COLUMBIA, S. C. 29201 
FRED R. SHEHEEN 
Commissioner 
Mr. Richard Kelly 
May 25, 
Director, Division of General Services 
South Carolina Budget and Control Board 
1201 Main Street 
AT&T Building, Suite 420 
Columbia, South Carolina 29201 
Dear Rick: 
TELEPHONE 
803/253-6260 
FAX NUMBER 
803/253-6267 
The Commissioner and staff of the South Carolina Commission on Higher 
Education have reviewed the audit report issued for July 1, 1987 -
September 30, 1989 by the Office of Audit and Certification. We are very 
pleased that the Materials Management Office has audited, for the first 
time, the Commission on Higher Education and as a result, brought many 
things to the attention of management. Most of the alleged violations are 
due mainly to inaccurate interpretation of the Procurement Code. The 
procurement practices at the Commission had been in place since the 
enactment of the Procurement Code, and had been considered by the Staff to 
be adequate and in conformity with the Consolidated Procurement Code, in 
the absence of an audit during that period. 
I want to point out that the Commission highly regards the Procurement Code 
and believes that it is an excellent instrument to ensure fair and 
equitable procurement of goods and services. Any violations will not be 
condoned or tolerated. 
Management was extremely disturbed by the findings contained in the report, 
and after reviewing them with the staff, made immediate and substantive 
changes. 
As a result, the procurement function was reassigned within the staff, and 
the Procurement Officer has subsequently resigned from the staff of the 
Commission. The guidelines addressing the process were re-evaluated and/or 
revised. Attached for your review and comments is the new procurement 
policy. The Commission believes that the procurement procedures installed 
will effectively preclude recurrence of any noted discrepancies. Attesting 
to the fact that the prices paid for the goods and services received were 
both fair and reasonable, the Commission submits this document, requesting 
that the corrective actions listed be permitted to serve as warrant for the 
ratification of the transactions listed below in accordance with Regulation 
19-445.2015. 
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Reference: Section I. Procurements of Office Furniture 
Competitive bids were taken on the furniture purchased as evidenced by the 
written quotations referenced in your report. The lowest bids were accepted 
in all cases when the items were identical. Although the artificial 
division of purchases was due to misinterpretation of the Code, the prices 
paid were fair and reasonable. 
The Commission requests the ratification of the following purchase orders: 
PO PO 
Number Date Amount 
55056 6/20/88 $ 435.00 
55057 6/20/88 1,305.00 
55058 6/20/88 1,160.00 
55059 6/20/88 678.00 
55120 2/03/89 1,415.50 
55121 2/03/89 639.00 
55122 2/03/89 1,825.00 
55123 1/31/89 1,647 .00· 
55124 2/17/89 1, 527.00 
55124 2/02/89 132.00 
55126 2/07/89 496.00 
55191 5/31/89 2,199.00 
55192 5/31/89 840.00 
Total $14,298.50 
Compliance 
The Commission has revised its internal procedures to emphasize compliance 
with provisions of Regulation 19-445.2100, as it pertains to the artificial 
division of procurement requirements. The Commission's procurement 
function has been reassigned within the staff, and the procurement officer 
selected has been thoroughly briefed on purchasing policy. 
Re: Section II. Procurements of Printing Services 
Although the newsletters were bid annually, the awards were made quarterly 
because, in many instances, the number of pages in the quarterly newsletter 
was different than the number bid in the annual contract. Although the 
newsletter's contract was awarded quarterly, the prices paid were fair and 
reasonable. 
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The Commission requests the ratification of the following voucher numbers: 
Voucher Voucher 
Number Date Amount 
1081 7/20/89 $ 1,710.14 
1082 7/20/89 1,283.21 
35 7/20/87 1,150.80 
385 12/04/87 767.20 
611 3/24/87 1,150.80 
757 5/18/88 1,150.80 
224 10/02/88 1,151.72 
993 6/20/89 1,151.72 
Total $ 9,516.39 
Compliance 
The Commission has revised its procedures for the procurement of printing 
services, in that the total potential value of the contrac~ is considered. 
Procurements for recurring Commission publications that exceed the 
authorized amount of $2,499.99 are now forwarded to the Materials 
Management Office for processing in accordance with Regulation 19-445.2000. 
Re: Section III.B. Unauthorized Procurements 
The sole source procurements were very carefully examined and were, in the 
best judgement of management, considered to be a sole source as defined by 
the Procurement Code. 
The Commission requests ratification of the following voucher numbers: 
Voucher 
Number 
407 
451 
641 
DV108 
Total 
Voucher 
Date 
12/11/87 
12/14/87 
3/18/89 
8/11/89 
Compliance 
Amount 
$ 2,180.22 
2,178.70 
5,083.82 
5,900.40 
$15,343.14 
The Commission has held detailed training sessions for its Staff, alerting 
personnel to the requirements for sole source purchases. Every requisition 
for sole source purchasing that is within the authority of the Commission 
is tracked throughout the procurement process. Supporting documentation 
has been consistently forwarded to the General Services Division since the 
time of the subject report on a quarterly basis for review with no 
discrepancies noted. 
34 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
4 
Re: Section IV.B. Sole Source Procurements Not Reported 
The Commission will file amended sole source procurement transaction 
reports to the General Services Division for the following voucher numbers: 
Voucher Voucher 
Number Date Amount 
278 10/30/87 $ 3,033.43 
58 11/30/87 3,708.57 
896 6/30/88 832.00 
Total $ 7,574.00 
Re: Section V. Consultants 
The Commission concurs with the findings of the audit report in regard to 
consultant contracts. A request for exemption from the Procurement Code, as 
it pertains to the acquisition of consultant and professional services 
under the provisions of section 11-35-710, is being submitted to the State 
Budget and Control Board. 
We appreciate the professional manner 
functions at the Commission. If any a 
please let me know . 
Attachments 
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Dear Jim: 
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JESSE A. COLES, JR ., Ph .D. 
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Since the initial audit of the Commission on Higher Education, 
they have cooperated with us to eliminate the problem areas that 
we noted during the audit by implementing our recommendations. 
We have returned to the Commission to determine their success. 
During the visit, we followed up on each recommendation made in 
the audit report through inquiry, observation and testing of 
recent procurements. 
We observed that the Commission has made substantial progress 
toward correcting the problem areas found and improving the 
internal controls over its procurement system . With the changes 
made, internal controls should be adequate to ensure that 
procurements are handled in accordance with the Consolidated 
Procurement Code. 
Therefore, we recommend that the Commission on Higher Education 
be allowed to continue making procurements of goods and services, 
consultants, information technology and construction up to the 
basic level of $2,500 authorized by the Code. 
~:~!~&~ R.~~~t Sheal Manager 
Audit and Certi ication 
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